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BY THE COMMISSION: On March 1, 2021, pursuant to Commission Rule R1-17(a),
Public Service Company of North Carolina, Inc. (PSNC or the Company) filed notice of its
intent to file a general rate case application.

On April 1, 2021, PSNC filed an application for a general increase in its rates and
charges (Application), along with the required Rate Case Information Report, Form G-1,
and the direct testimony and exhibits of witnesses D. Russell Harris, M. Shaun Randall,
Michael B. Phibbs, Jennifer E. Nelson, John D. Taylor, John J. Spanos, James Herndon,
Byron W. Hinson, and James A. Spaulding.

Carolina Utility Customers Association, Inc. (CUCA) and Evergreen Packaging, LLC
(Evergreen) filed petitions to intervene which were granted by respective orders of the
Commission on April 15, 2021, and July 14, 2021. On September 17, 2021, the Attorney
General’'s Office filed a Notice of Intervention pursuant to N.C. Gen. Stat. § 62-20. The
intervention and participation of the Public Staff is recognized pursuant to N.C.G.S.
§ 62-15(d) and Commission Rule R1-19(e).

On April 27, 2021, the Commission issued an Order Establishing General Rate
Case and Suspending Rates.

On May 4, 2021, the Public Staff filed a motion to consolidate Docket No. G-5,
Sub 634, regarding Application to Approve Conservation Programs, with Docket No. G-5,
Sub 632, the Application for General Increase in Rates and Charges. On May 18, 2021, the
Commission issued an order granting the motion to consolidate the dockets.

On June 11, 2021, the Commission issued an Order Scheduling Investigation and
Hearings, Establishing Intervention and Testimony Due Dates and Discovery Guidelines,
and Requiring Public Notice. The Order scheduled a public hearing to be held remotely
via WebEXx in two sessions at 1:30 p.m. and 6:30 p.m. on Monday, August 16, 2021, and
scheduled the expert witness evidentiary hearing to begin on Monday, October 18, 2021,
at 2:00 p.m. in Raleigh in the Commission Hearing Room.



On July 15, 2021, PSNC filed Affidavits of Publication of Public Notice.

On August 10, 2021, PSNC filed the supplemental testimony and exhibits of
witnesses Spaulding, Hinson, and Taylor.

On August 12, 2021, PSNC filed a motion to cancel the public hearing previously
scheduled by the Commission, explaining that no witnesses registered with the Public
Staff to testify by the deadline noted in the customer notice. The motion was granted by
the Commission on August 13, 2021.

On September 15, 2021, the Public Staff filed its motion for extension of time to
file direct testimony and exhibits of intervenors and the Public Staff to September 23,
2021, and the rebuttal testimony and exhibits of PSNC, if any, to October 7, 2021, which
was granted by Commission Order issued September 16, 2021.

On September 17, 2021, PSNC filed a Motion to Conduct Evidentiary Hearing by
Remote Means due to public health concerns related to the coronavirus pandemic. The
motion noted that no parties objected to the motion.

On September 23, 2021, the Public Staff filed the direct testimony and exhibits of
Mary A. Coleman, Lynn Feasel, Roxie McCullar, Jack L. Floyd, John R. Hinton, Neha
Patel, Julie G. Perry, and Sonja R. Johnson, and the joint testimony of James M. Singer
and David M. Williamson. On that same day, the Public Staff filed the revised testimony
and exhibits of witnesses Hinton, Patel, and Johnson.

Also on September 23, 2021, Evergreen filed the testimony and exhibits of Brian
C. Collins, and CUCA filed the testimony and exhibits of Kevin O’Donnell.

On September 24, 2021, the Commission granted PSNC’s Motion to Conduct
Evidentiary Hearing by Remote Means in its Order Establishing Remote Procedures for
Expert Witness Hearing. All parties subsequently filed written consents to remote hearing.

On October 5, 2021, the Public Staff filed Revised Johnson Exhibit 1.

On October 7, 2021, PSNC filed the rebuttal testimony and exhibits of witnesses
Phibbs, Nelson, Spanos, Taylor, Hinson, Spaulding, and Regina J. Elbert.

On October 13, 2021, PSNC filed a Motion for Expedited Approval of Notice and
Undertaking Required by N.C.G.S. 8§ 62-135(c) to Implement Temporary Rates, Subject
to Refund. On October 14, 2021, PSNC filed a Revised Public Notice of Temporary Rates
and a Motion to Delay Evidentiary Hearing to allow PSNC, the Public Staff, CUCA, and
Evergreen to finalize and file a stipulation of settlement and supporting testimony and
exhibits.



On October 15, 2021, the Commission issued an Order Approving Public Notice
of Temporary Rates Subject to Refund and Financial Undertaking and issued an Order
Rescheduling Expert Witness Hearing to Wednesday, October 20, 2021, at 9:30 a.m.

Also on October 15, 2021, PSNC, the Public Staff, CUCA, and Evergreen filed a
Stipulation of Settlement (Stipulation) and a Joint Motion to Excuse Witnesses (Joint
Motion). On the same day, PSNC filed the testimony and exhibits of witnesses Hinson,
Spaulding, and Nelson, and the Public Staff filed the testimony and exhibit of witness
Johnson and the testimony of witness Perry in support of the Stipulation.

On October 19, 2021, the Commission issued an Order granting the Stipulating
Parties’ Joint Motion, which excused specified withesses from attending the expert
witness hearing.

On October 20, 2021, the expert witness hearing was held before the Commission.
PSNC presented the testimony of withesses Harris, Randall, Phibbs, Nelson, Taylor,
Spanos, Herndon, Hinson, Spaulding, and Elbert. The Public Staff presented the
testimony of witnesses Coleman, Feasel, McCullar, Floyd, Hinton, Patel, Perry, Johnson,
and the joint testimony of witnesses Singer and Williamson. Evergreen presented the
testimony of witness Collins, and CUCA presented the testimony of withness O’Donnell.
The prefiled testimony of these withesses was copied into the record as if given orally
from the stand and their exhibits were entered into evidence. In addition, PSNC witnesses
Nelson, Hinson, and Spaulding, and Public Staff withesses Perry and Johnson appeared
before the Commission. PSNC witnesses Nelson and Hinson were cross-examined by
the Attorney General.

On October 29, 2021, PSNC filed a summary of temporary rates and charges
effective November 1, 2021, and subject to refund.

On November 2, 2021, PSNC made an informational filing setting forth the
temporary rates for service on and after November 1, 2021, subject to refund.

On November 9, 2021, PSNC and the Public Staff jointly filed late-filed exhibits.

On December 2, 2021, PSNC and the Public Staff jointly filed Corrected Exhibit to
Stipulation of Settlement, Revised Exhibits to Testimony, and Revised Joint Late-Filed
Exhibit 2.

On December 6, 2021, the parties filed briefs and/or proposed orders. On this date,
PSNC and the Public Staff also filed an energy efficiency mechanism (EE Mechanism)
as contemplated in Paragraph 27 of the Stipulation.

On December 15, 2021, the Commission issued an Order Requiring Filing of Joint
Late-Filed Exhibits. The Order requested PSNC and the Public Staff to provide clarifying
information through joint late-filed exhibits supporting the allowance for funds used during



construction (AFUDC), and the Customer Usage Tracker (CUT) and Integrity
Management Tracker (IMT) adjustments agreed upon by the parties in the Stipulation.

On December 30, 2021, PSNC and the Public Staff filed Joint Responses to
Commission Questions and Late-Filed Exhibits in response to the Commission’s Order.
Based upon the verified Application, the testimony and exhibits received into evidence at
the hearing, the Stipulation and revised Settlement exhibits, and the record as a whole,
the Commission makes the following:

FINDINGS OF FACT
Jurisdiction

1. PSNC is a corporation organized and existing under the laws of the state of
South Carolina, duly authorized to do business in and engaged in the business of
transporting, distributing, and selling natural gas within North Carolina.

2. PSNC is a public utility within the meaning of N.C.G.S. § 62-3(23).

3. The Commission has jurisdiction over, among other things, the rates and
charges, services rendered, rate schedules, classifications, and practices of PSNC in its
capacity as a North Carolina public utility.

4. PSNC is properly before the Commission with respect to the relief sought
in its Application pursuant to the provisions of Chapter 62 of the General Statutes and
Commission Rule R1-17 and in its Application for Approval to Modify EXxisting
Conservation Programs and Implement New Conservation Programs pursuant to the
provisions of Commission Rule R6-95.

PSNC’s Application

5. In the Application, PSNC requested the following: (1) a general increase in
its rates and charges; (2) an extension of its IMT mechanism contained in Rider E to its
approved tariff; (3) continued deferral of Operations and Maintenance (O&M) expenses
associated with its Transmission Integrity Management Program (TIMP) and Distribution
Integrity Management Program (DIMP) and amortization of certain deferred TIMP and
DIMP O&M expenses; (4) implementation of new depreciation rates recommended in a
depreciation study conducted by Gannett Fleming Valuation and Rate Consultants, LLC,;
(5) authority to implement three riders to address certain liabilities arising from excess
deferred income taxes (EDIT) associated with federal and state income tax reductions;
(6) adoption of a rider (Rider F) mechanism to allow PSNC to recover the associated
costs of its conservation programs; (7) authority to implement a voluntary renewable
energy (GreenTherm™) Program and approval of deferred accounting treatment and a
rider (Rider G) mechanism to ensure that program costs are properly assigned to
participating customers; (8) approval to fund a research and development initiative to
promote environmental sustainability through an adjustment to O&M expenses and rate



base treatment for this initiative; and (9) approval to update and revise certain tariff
provisions.

6. The Application and subsequent updates thereto included information and
data required by NCUC Form G-1 and was supported by the prefiled testimonies and
exhibits of PSNC witnesses.

Test Period

7. The parties submitting evidence in this case with respect to revenue,
expenses, and rate base levels used a test period of the twelve months ended
December 31, 2020, adjusted for certain known and measurable changes through June 30,
2021, and the Stipulation is based upon the same test period.

8. The appropriate test period for use in this proceeding is the twelve-month
period ended December 31, 2020, updated for certain known and measurable changes
through June 30, 2021.

Stipulation

9. The Stipulation executed by PSNC, the Public Staff, CUCA, and Evergreen
is actively supported by all parties to this proceeding except for the Attorney General.

10.  The Stipulation settles all matters in this proceeding as to PSNC, the Public
Staff, CUCU, and Evergreen and is unopposed by the Attorney General.

Revenue Increase

11. The Application sought an increase in annual margin revenues for the
Company of $53,145,476. Pursuant to PSNC’s June update filing, the margin revenue
request decreased to $49,664,720. The Stipulation provides for a total increase in annual
margin revenues for PSNC of $29,464,353 as set forth in Section 6.H. and Exhibit A. This
increase in annual revenues and other provisions of the Stipulation are just, reasonable,
and appropriate for use in this proceeding.

Rate Base

12.  The Stipulating Parties agreed that the original cost of PSNC’s used and
useful property, or to be used and useful within a reasonable time after the test period, in
providing natural gas utility service to the public, is $1,702,058,612, consisting of gas
plant in service of $2,978,034,116 and working capital — lead lag of $13,657,011, reduced
by accumulated depreciation of $912,701,283, working capital — other of $19,941,231,
and accumulated deferred income taxes of $356,990,001 as set forth in Section 5 and
Exhibit A of the Stipulation. These provisions of the Stipulation are reasonable and
appropriate for use in this proceeding.



Allowance for Funds Used During Construction (AFUDC)

13. The Stipulating Parties agreed that effective beginning with calendar
year 2021, the amount of equity AFUDC added to construction work in progress (and
ultimately transferred to plant in service) shall be calculated using the weighted equity
component of the overall rate of return, not grossed up for income taxes, as set forth in
Section 6.G. of the Stipulation. The Stipulating Parties also agreed that the difference
between that amount and the equity AFUDC amount grossed up for income taxes (in effect,
that non-grossed-up amount divided by (1 — the combined income tax rate)) shall be
recorded as an equity AFUDC regulatory asset, and also agreed that the equity AFUDC
regulatory asset and its equal and offsetting accumulated deferred income tax (ADIT)
liability shall both be included in rate base. No other party submitted evidence of this issue
or opposed the stipulated AFUDC accounting treatment. These provisions of the Stipulation
are reasonable and appropriate.

Revenues and Operating Expenses

14.  The Stipulating Parties agreed that PSNC’s pro forma annual operating
revenues under the agreed-upon rates for use in this proceeding are $575,094,444, which
is comprised of $539,392,662 of gas sales and transportation revenues, $34,239,341 of
special contract revenues, and $1,462,442 of other operating revenues, as set forth in
Section 6.A. and Exhibit A of the Stipulation. These provisions of the Stipulation are
reasonable and appropriate for use in this proceeding.

15. The Stipulating Parties agreed that PSNC’s operating expenses are
$258,788,436, including actual investment currently consumed through reasonable actual
depreciation, as set forth in Section 6.C. and Exhibit A of the Stipulation. The stipulated
operating expenses are reasonable and appropriate for use in this proceeding.

16. The various adjustments to annual operating expenses reflected in the
Stipulation in Sections 12 through 18, encompassing non-utility adjustment, Board of
Directors expenses, compensation adjustments, miscellaneous expense adjustments,
uncollectibles adjustment, regulatory fee adjustments, and rate case expense, are
reasonable and appropriate for use in this proceeding.

Capital Structure, ROE, and Overall Rate of Return

17.  The capital structure set forth in Section 6.D. and Exhibit B of the Stipulation
and supported by expert witness evidence, consisting of 51.60% common equity, 47.06%
long-term debt at a cost of 4.48%, and 1.34% short-term debt at a cost of 0.25%, is
reasonable and appropriate for use in this proceeding.

18.  For the purpose of this general rate case, it is just and reasonable that
PSNC should be allowed the opportunity to earn a rate of return on common equity (ROE)
of 9.60%, as set forth in Section 6.E. and Exhibit B of the Stipulation.



19. Based on the expert witness evidence and the Stipulation, the overall rate
of return that PSNC should be allowed the opportunity to earn on the cost of PSNC’s used
and useful property is 7.07%, as set forth in Section 6.F. and Exhibit B of the Stipulation,
and such overall rate of return is reasonable and appropriate for use in this proceeding.
This is also the rate to be used by PSNC as its AFUDC rate effective upon approval by
the Commission.

20. The authorized levels of overall return and ROE set forth above are
supported by competent, material, and substantial record evidence; are consistent with
the requirements of N.C.G.S. § 62-133 in light of changing economic conditions; and
appropriately balance PSNC’s obligation to maintain the safety, adequacy, and reliability
of its service with the benefits received by PSNC’s customers from safe, adequate, and
reliable natural gas service.

21. The capital structure, ROE, and overall rate of return set by this Order will
result in just and reasonable rates.

Throughput

22.  For the purpose of this proceeding, the appropriate level of adjusted gas
sales and transportation quantities of 905,384,906 therms for use herein, as reflected on
Exhibit C to the Stipulation, is comprised of 559,414,506 therms of sales quantities and
345,970,400 therms of transportation quantities. The total gas throughput, which reflects
the total gas sales and transportation quantities including other special contract quantities
of 413,480,000 therms, is 1,318,864,906 therms. The appropriate level for company use
and lost and unaccounted for (CU&LAUF) gas is 8,836,557 therms.

Cost of Gas

23.  The total cost of gas reasonable and appropriate for use in this proceeding
is $218,682,115, as described in Section 4 of the Stipulation and consisting of
$142,062,766* in commodity costs and $76,619,349 in fixed gas costs.

24.  The benchmark commodity cost of gas reasonable and appropriate for use
in this proceeding is $2.50 per dekatherm, as reflected in Section 4 of the Stipulation,
subject to any filed changes in such rate prior to implementation of effective rates in this
docket.

25.  The fixed gas costs embedded in the proposed rates and used in true-ups
of fixed gas costs for periods subsequent to the effective date of rates in this docket, in
proceedings under Commission Rule R1-17(k), subject to any filed changes in such costs
prior to the effective date of rates in this proceeding, are those derived from the fixed gas

1 Of this total amount of commaodity cost of gas, $2,209,139 is the commodity cost of gas associated
with CU&LAUF for gas quantities.



cost allocation percentages discussed in Section 8 and set forth in Exhibit D to the
Stipulation.

Rate Design

26.  The rate schedules reflecting new volumetric rates, monthly charges, and
demand charges, as discussed in Section 7 of the Stipulation and shown on Exhibit C of
the Stipulation, are just and reasonable and appropriate for use in this proceeding.
Furthermore, it is appropriate to adjust rates to reflect any Commission-approved:
(a) changes in PSNC’s benchmark commodity gas cost on or before the date that the rates
approved in this proceeding become effective; and (b) changes in the gas demand and
storage charges (components of the fixed cost of gas shown in Exhibit H to the Stipulation
that occur between the date of the Stipulation and the date that the rates approved in this
proceeding become effective). The relative impacts of the stipulated rates on each PSNC
customer class are shown on Exhibit | to the Stipulation and are just and reasonable.

Continuation of Integrity Management Tracker

27.  Continuation of PSNC’s IMT mechanism in the current form attached as
Rider E to PSNC’s current tariff, subject to possible future modification as a result of
discussions between the Public Staff and PSNC, is reasonable, appropriate, and consistent
with N.C.G.S. § 62-133.7A and should be implemented as provided in Section 9 of the
Stipulation.

Customer Usage Tracker Factors

28. The “R” values, heat load factors, and baseload factors to be used in
PSNC’s approved CUT mechanism on and after the effective date of rates and as set
forth in Exhibit E and provided for in Section 10 of the Stipulation are reasonable and
appropriate.

Amortization and Reporting on Deferred Regulatory Assets

29. The proposed amortization of deferred TIMP O&M costs, as set forth and
described in Section 11.A. of the Stipulation, is reasonable and appropriate.

30. The proposed amortization of deferred DIMP O&M costs, as set forth and
described in Section 11.B. of the Stipulation, is reasonable and appropriate.

31. The proposed deferral of legal fees associated with the 2019 Durham
Incident, as set forth and described in Section 11.C. of the Stipulation, is reasonable and
appropriate.

32. The Stipulating Parties’ agreement that PSNC shall provide an annual
report to the Public Staff providing transactional details showing allocated or directly
assigned amounts, a description of the nature of the expense, and supporting



documentation (i.e., invoices) for the O&M expenses incurred and deferred in relation to
TIMP and DIMP requirements and certain 2019 Durham incident costs, net of insurance
proceeds, and treated by PSNC as regulatory assets, as set forth in Section 31 of the
Stipulation, is reasonable and appropriate.

Interest Rate for Deferred Accounts

33.  The Stipulating Parties agreement that, beginning in the month in which this
Order is issued, PSNC will use a net of tax rate of 6.57% for all deferred accounts,
adjusted as appropriate for income taxes, as set forth in Section 24 of the Stipulation, is
reasonable and appropriate.

Amortization of Federal Protected EDIT

34.  The Stipulating Parties’ agreement that federal protected EDIT should be
amortized and returned to customers through base rates over the remaining lives of the
property giving rise to the EDIT obligation utilizing the Internal Revenue Service’s (IRS)
Average Rate Assumption Method (ARAM) beginning on the effective date of rates in this
proceeding, and as set forth in Section 19 of the Stipulation, is reasonable and
appropriate.

EDIT Riders

35. The Stipulating Parties’ agreement that federal unprotected EDIT amounts,
as revised on December 2, 2021, should be amortized and returned to customers on a
levelized basis through a rider mechanism over a five-year period beginning with the
effective date of rates in this proceeding, as set forth in Section 20 of the Stipulation, is
reasonable and appropriate. The Stipulating Parties’ agreement that the state EDIT
amounts, including the correction of a previous state income tax refund calculation, as
revised on December 2, 2021, should be amortized and returned to customers on a
levelized basis through a rider mechanism over a two-year period beginning with the
effective date of rates in this proceeding, as set forth in Section 20 to the Stipulation, is
reasonable and appropriate. The Stipulating Parties’ agreement that the overcollection of
federal taxes from January 1, 2018, through January 31, 2019, should be amortized and
returned to customers on a levelized basis through a rider mechanism over a one-year
period beginning with the effective date of rates in this proceeding, as set forth in Section 20
of the Stipulation, is reasonable and appropriate.

36. The federal unprotected EDIT, state EDIT, and overcollection of federal

taxes rider rates, as reflected in Revised Settlement Exhibit K to the Stipulation, are
reasonable and appropriate.
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Depreciation Rates

37. The Stipulating Parties’ agreement to implementation of the depreciation
rates proposed by PSNC, as set forth in Section 21 of the Stipulation, is reasonable and
appropriate.

Tariffs and Service Regulations

38. The tariff and service regulations attached as Exhibits F and G to the
Stipulation are reasonable and appropriate.

Gas Extension Feasibility Model

39. Revisions to PSNC’s model used to calculate the feasibility of extending
natural gas service to its residential and commercial customers to reflect: (i) use of an
investment horizon of 40 years or an appropriate length of time that matches the book
lives of the gas plants; (ii) use of PSNC’s approved net of tax overall rate of return as the
discount rate employed for the net present value analysis approved in PSNC’s most
recent rate case; and (iii) an adjustment of all future cash inflows by a long-term inflation
rate of 2% as set forth in Section 25 of the Stipulation, are reasonable and appropriate.

Affordability

40. The participation of PSNC in the affordability stakeholder collaborative
currently being conducted pursuant to the Commission’s Order Accepting Stipulations,
Granting Partial Rate Increase, and Requiring Customer Notice issued March 31, 2021,
in Docket No. E-7, Subs 1213, 1214, and 1187; and Order Accepting Stipulations,
Granting Partial Rate Increase, and Requiring Customer Notice issued April 16, 2021, in
Docket No. E-2, Subs 1219, and 1193, as set forth in Section 26 of the Stipulation, is
reasonable and appropriate.

Energy Efficiency (EE) Programs and Rider F

41.  Authorization of PSNC’s entire EE portfolio, whether existing, modified, or
new as proposed in the application in Docket No. G-5, Sub 634, and consisting of the
Energy Efficiency Rebate Program (to be separated into Residential and Commercial
programs for cost allocation purposes), Conservation Education Program, Residential
New Construction Program, Residential Home Energy Report Program, and Residential
Low Income Program, as a three-year pilot program to collect operational data, perform
evaluation, measurement, and verification (EM&V), and assess cost-effectiveness, as set
forth in Section 27 of the Stipulation and the EE Mechanism filed with the Commission on
December 6, 2021, is reasonable and appropriate. It is also reasonable and appropriate
for the three-year pilot program to commence as of November 1, 2021, as set forth in the
EE Mechanism.
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42. ltis reasonable and appropriate for PSNC to be allowed to recover costs of
EE programs through a Rider F recovery mechanism as set forth in Section 27 of the
Stipulation and the EE Mechanism.

High Efficiency Discount Rate Program

43. It is reasonable and appropriate to approve the modifications to the High
Efficiency Discount Rate Program as proposed in PSNC’s application in Docket No. G-5,
Sub 634 and for the costs of such program to be recovered through base rates as agreed
upon by the Stipulating Parties in Section 28 of the Stipulation.

GreenTherm™ Program and Rider G

44.  Provisional approval of PSNC’s proposed GreenTherm™ Program, subject
to review and approval of the estimated program costs and revenues, sources of green
attributes and carbon offsets, certification of the program, cost of a block of green
attributes, and other specifications of the program prior to final approval of the program,
as set forth in Section 29 of the Stipulation, is reasonable and appropriate.

45. It is reasonable and appropriate for PSNC to recover reasonable and
prudently incurred costs of the GreenTherm™ Program from participating customers
through a Rider G recovery mechanism once the program has received final Commission
approval, as set forth in Section 29 of the Stipulation. Further, it is reasonable and
appropriate for PSNC to work with the Public Staff to finalize the Rider G recovery
mechanism and file such mechanism with the Commission for approval as set forth in
Section 29 of the Stipulation.

Hydrogen Research

46. The Stipulating Parties’ agreement that PSNC engage a consultant to
advise the Company in the further development of hydrogen research, the costs of which
will be reevaluated in the next general rate case, is reasonable and appropriate.
Additionally, the Stipulating Parties’ agreement that PSNC provide a detailed annual
report to the Public Staff on May 31 of each year, as set forth in Section 30 of the
Stipulation, is reasonable and appropriate.

Accounting for Deferred Costs
47. PSNC is authorized to receive a specific amount of revenue for each of the
deferred costs approved by this Order. If PSNC receives revenue for any deferred cost

for a longer period of time than the amortization period approved by the Commission for
that deferred cost, PSNC shall continue to record all revenue received for that deferred
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cost in the specific regulatory asset account established for that deferred cost until the
Company’s next general rate case.

Stipulation as a Whole

48. The Stipulation is just and reasonable to all parties to this proceeding and
serves the public interest.

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS.1-6

The evidence supporting these findings of fact is contained in PSNC’s verified
Application, the testimony and exhibits of PSNC’s witnesses, Form G-1 that was filed with
the Application and subsequently updated, PSNC’s Application for Approval to Modify
Existing Conservation Programs and Implement New Conservation Programs, and the
entire record in this proceeding. These facts found are informational, jurisdictional, and
procedural in nature and are not contested by any party.

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 7 -8

The evidence supporting these findings of fact is contained in the Application, the
direct testimony of PSNC witness Hinson, the Stipulation, and the entire record in this
proceeding.

PSNC filed its Application and exhibits using a test period of the twelve months
ended December 31, 2020, for the requested rate increase. The test period was
confirmed in the direct testimony of PSNC witness Hinson who indicated that PSNC
based its Application on the twelve-month period ended December 31, 2020. In its Order
Establishing General Rate Case and Suspending Rates, the Commission ordered the
parties to use a test period consisting of the twelve months ended December 31, 2020,
with appropriate adjustments.

The Stipulation reflects that the test period for this rate case is the twelve months
ending December 31, 2020, adjusted for certain changes in plant, throughput, and costs
that were not known at the time the case was filed but are based upon circumstances
occurring or becoming known through June 30, 2021. This test period is not contested by
any party.

Based upon the unopposed evidence, the Commission concludes that the twelve
months ended December 31, 2020, adjusted for certain changes in plant, throughput, and
costs that were not known at the time the case was filed but are based upon
circumstances occurring or becoming known through June 30, 2021, is the appropriate
test period for use in this proceeding.
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EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 9-10

These findings of fact are supported by the Stipulation, the settlement testimony
of PSNC witnesses Hinson, Nelson, and Spaulding, and the settlement testimony of
Public Staff withesses Johnson and Perry. The Stipulation was filed on behalf of PSNC,
the Public Staff, CUCA, and Evergreen. The Stipulation provides that it represents a
complete settlement of all matters at issue between the Stipulating Parties.

The Commission concludes, based upon all the evidence presented, that the
Stipulation entered into by the Stipulating Parties after full discovery and extensive
negotiations represents a proposed negotiated resolution of the matters in dispute in this
proceeding that is supported by all parties except the Attorney General.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 11

This finding of fact is supported by the Application, the direct testimony and
exhibits, supplemental testimony and settlement testimony of PSNC witness Hinson, the
settlement testimony and exhibit of Public Staff witness Johnson, and the Stipulation.

Hinson Direct Exhibit 1 indicates that PSNC filed for a total revenue increase in
this proceeding of $53,145,476. Pursuant to PSNC’s June update filing, the margin
revenue request decreased to $49,664,720. The Stipulation, in Exhibit A, indicates that
pursuant to the agreement of the Stipulating Parties PSNC should be allowed to increase
annual revenues by $29,464,353. This increase in revenues is further reflected in the
settlement testimony and exhibits of PSNC witness Hinson and the settlement testimony
of Public Staff witness Johnson and her Settlement Exhibit 1. These facts found are not
contested by any party.

Based upon the evidence recited above and the cumulative testimony and
evidence supporting the individual components of the stipulated revenue increase
discussed throughout this Order, including the discussion and analysis related to the
proper rate of overall return and return on common equity for use in this proceeding, the
Commission finds, in the exercise of its independent judgment, that the stipulated revenue
increase in this case is just, reasonable, and appropriate for use in this proceeding.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 12

The reasonable original cost of PSNC’s used and useful property, or to be used
and useful within a reasonable time after the test period, in providing natural gas utility
service to the public, less that portion of the cost that has been consumed by depreciation
expense, is described and set forth in Section 5 and Exhibit A to the Stipulation. The
amounts shown on Exhibit A to the Stipulation are the result of negotiations among the
Stipulating Parties in this proceeding, as described in the Stipulation, the settlement
testimony of PSNC witness Hinson, and the settlement testimony of Public Staff witness
Johnson. The stipulated reasonable original cost of PSNC'’s used and useful property, or
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to be used and useful within a reasonable time after the test period, in providing natural
gas service to the public, less depreciation expense, is not contested by any party.

No other party presented evidence on these matters or otherwise challenged the
stipulated rate base.

The Commission has reviewed these amounts, as well as all record evidence
relating to PSNC’s rate base, which collectively constitute the only evidence in this
proceeding regarding the Company’s rate base, and concludes that the stipulated
amounts are appropriate for use in this proceeding.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 13

The evidence supporting this finding of fact is set forth in the direct testimony of
PSNC witness Spaulding, the direct testimony of Public Staff witness Perry, the
Stipulation, Public Staff witness Perry’s testimony in response to Commission questions
at the evidentiary hearing, Joint Late-Filed Exhibit No. 1, and Joint Responses to
Commission Questions filed December 30, 2021.

In his direct testimony, PSNC witness Spaulding testified that the Company is
requesting recovery of a regulatory asset of approximately $13.3 million, which represents
the under-recovered equity AFUDC regulatory asset balance recorded on PSNC’s books
as of December 31, 2020, and reflected in rate base in the current filing. Witness
Spaulding clarified that PSNC is not requesting a retroactive recovery of all previously
accrued equity AFUDC. Instead, the balance in this account represents the cumulative
revenue shortfall related to equity AFUDC. This balance includes accruals of equity
AFUDC and depreciation of that equity AFUDC, such that this is a net under-recovered
balance as of December 31, 2020.

Pursuant to Section 6.G. of the Stipulation, the Stipulating Parties agreed that
effective beginning with calendar year 2021, the amount of equity AFUDC added to
construction work in progress (and ultimately transferred to plant in service) shall be
calculated using the weighted equity component of the overall rate of return, not grossed
up for income taxes. The difference between that amount and the equity AFUDC amount
grossed up for income taxes (in e